
CITYOF A
SAN]OSE
CAPITAL OF SILICON VALLEY

TO: HONORABLE MAYOR AND
CITY COUNCIL

MANAGER'S BUDGET ADDENDUM #10

Memorandum.
FROM: Richard Doyle

City Attorney

SUB"IECT: MUNICIPAL CODE PROVISIONS DATE: May 22,2008
RELATED TO MUNICIPAL WATER
SYSTEM RESERVE FUNDS

RECOMMENDATION

Accept this memorandum concerning the San Jose Municipal Code fund level
requirements for the Municipal Water System Rate Stabilization and Capital
Rehabilitation Reserve Funds.

BACKGROUND

On May 8, 2008, during the Operating Budget study session for the Environmental and
Utility Services CSA, Vice Mayor Cortese requested information concerning the fund
levels that are required under the San Jose Municipal Code (SJMC) for the San Jose
Municipal Water System (SJMWS) rate stabilization and capital rehabilitation reserve
funds. Specifically, Vice Mayor Cortese asked if the fund levels set forth in SJMC
Section 4.80.630 C.1 (capital rehabilitation reserve of 7% of revenue) and Section
4.80.630 C.2 (rate stabilization reserve of 50/0 of revenue) were the amounts that must,
be contributed to the reserve funds from operating revenues each year, or the amount
that must be maintained in the reserve funds.

ANALYSIS

Ordinance No. 26903, which was adopted by Council in June 2003, established
expenditure requirements and limitations for revenue derived from the operation
of the SJMWS. With respect to reserve funds, the Ordinance adopted SJMC
§4.80.630 subsection C, which states as follows:

tiC. Monies in the Consolidated Potable Water Utility Operating Fund shall be
appropriated as necessary for the establishment and maintenance of
appropriate reserve funds within the Consolidated Potable Water Utility
Operating Fund, including but not limited to the following:
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1. A capital rehabilitation reserve fund in an amount equal to seven percent
(70/0) of the revenue described in subsection A of Section 4.80.620; and

2. A rate stabilization reserve fund in an amount equal to five percent (5%) of
revenue described in subsection A Of Section 4.80.620."

Ordinance No. 26903 was submitted to Council for approval on May 27,2003. Attached
are the City Attorneis Office memoranda concerning the Ordinance, dated May 22,
2003 (Attachment A) and May 23,2003 (Attachment B). As indicated in the May 27,
2003 memo, the Ordinance Was revised prior to consideration by Council to uclarify that
the purpose is to appropriate sufficient monies to establish and maintain the reserve
funds; once the funds are established, additional monies will only need to be
appropriated, if the reserves fall below the- specified levels."

Council approved the ordinance for publication of title on May 27th, but directed that
certain changes be made before the Ordinance was presented for final adoption. As
indicated in the City Attorney's Office m,emorandum dated June 6,2003 (see
Attachment C) no changes were made to the Ordinance related to reserve fund
provisions.

We note that the City Auditor's April 2007 report entitled, "An Audit of the San Jose
Municipal Water System Consolidated Water Utility Fund Transfers" found that the 
Munidpal Code is clear in defining the purpose and appropriate amounts of the reserve
funds. In conducting the 2007 audit of the reserve funds, and consistent with the
interpretation of the Ordinance that our Office provided to the City Council on May 27,
2003, the Auditor calculated the amounts that should have been in the reserve funds on
the basis of the amounts that were in the funds themselves, n.ot the amount that had
been contributed to the reserve funds in a given year from operating revenues each
year.

COORDINATION

This MBA has been coordinated with the Environmental Services Department and the
Budget Office.

RICHARD DOYLE
City Attorney

/~'/A £/"~)',/>; ,/~' / L
By: __I"----I.._{----"",'.2l/_/L-<..t----,'""""-~~".",._~!/l:2~1,...;;;.....b"1f_··

MOLLIE DENT t,;J.

Sr. Deputy City Attorney
482269
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ClIYOF A
SANJOSE
CAPITAL 01'1 SILK.UN "VAlLEY

TO: HONORAaLE MAYOR
CITY COUNCIL.

SUBJECT:' Ordinance Relating to Municipal
,Water System Potable Water
Revenue, Expenditures, Rates
and Charges

COUNCIL 3ENDA: May 27,2003
ITEM: 2.4

Memorandum
FROM: Richard Doyle'_

Ci,ty Attorney

DATE: May 22,2003

RECOMMENDATION

Approval 'of an ordinan,ce amending Chapter 4.80 of TItle 4 -of the San Jose Municipal
Code by repealing Part 3 relaUnglo the AlvIso Water Service Area E'xten'slon and ,
Improvement Fund and amending Part 12 relating'to the Consolidated Water Utility
Fund, and amending Chapt~r 15.08 of Title. 15 of the of the San Jose Municipal Code to
add a new p'art 2.5" relating to rates and charges for potable water seJv.IDe., -

. ,

BACKGROUND

On May 6, 2003, this Office was directed, by Councn to draft an ordinance' that would
Iim'lt revenue transfers from the Municipal Water System to the General Fund, beginning,
In ,fiscal year 2004~05; provide for certain reserve funds to be established for the
Municipal Water System; and estabJish a process for rate increases, including advance
notification of rate increases. .

ANALYSIS

Chapter 4.80 of the San Jose Municipal Code create,s and governs variou's City funds,'
including the Alviso Water Service Area Extension and Improvement Fund and the
Consolfdated Water Utility Fund. Because these two funds are no longer separately
administered, the proposed ordinance cre,ates one new Consolidated Potable Water
Utility Fund. ' '

Currently~ subsection C of Section 4.80~620 of the Code expressly allows funds to be
, transferred from ,the Consolidated' ~tiJity 'Fund and imposes n9 restriction on such
transfers. In accordance with Council direction. the proposed ordlnance limits transfers
to the general fund to 11 %of system revenue, beginning FY 2004-05~ and to 8% of
'system revenue beginning FY 2005-06.

T-313.007\ 21342j,doc ATTACHMENT A
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Current Code Sections 4.80.170 and 4.80.630 govern expenditure of potabre water
system revenue. The Code does not currently expressly authorize the establishment of
reserve funds. Per Council directioni the proposed ordinanqe directs the establishment
of appropriate reselVe funds, including a capital reserve equal to 70/0 of revenUe and a
rate stabilization fund equal to 5% of rever-me. The revised Code also limits
expenditures "costs" to direct costs; and insures that payment to the City for ·"overheadH

is sUbject to above-referenced transfer limit.

Chapter 15.08 of the Code pertains to service provided by the M'unicipaJ Water System.
.The Code does not currently establish a process for'rate Increases. The proposed
ordinance codifies the current process of having Council approve all· rate. increases by
the 'ado'ption of a resolution. The proposed ordinance also mandates advariqe written.
notice of any rate. increase, by the publication of notice in the newspaper) and by bill
Inserts if a bilt is due to be mailed between the date the increase is proposed and the
date 'for Council consideration of the increase. Because billing is currently bi-monthly,
mandating notice by bill insert could mean waitIng more than 60 days to impose a rate
increase, even if costs were esca1ating more qulc~ly. The published notice is proposed
as a reasonable alternative where targeted notioe is not feasible.

CONCLUSION

It is recommended that the Council approve the proposed ordinance amending Chapter
4.80 of Title 4 of the San Jose Municipal Code by repealing Part 3 relating to the Alviso
Water Service Area Extension and Improvement Fund and amending Part 12 relating to
the Consolidated Water Utility Fund, and amending Chapter 15.08 of Title 15 of the of
the San Jose Municipal Code to add a new Part 2.5 relating to rates and charges for
potable water service. . .

A copy of the proposed ordinance is attached hereto for convenient reference.
. '

COORDINATION

'This memorandum and the proposed ordinance were coordinated with the Department
of Environmental ServIces and the Manager's Budget Office: ' . .

Richard Doyle
City Attorney

By:~/tl4
MaHle Dent (
Sr. Deputy City Attorney

Attachment
co: Rabia Chaudhry, Council Assistant. District 8

T..313.007121342S.doc
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ORDINANCE NO. ---:... _

AN ORDINANCE OF THE CITY OF SAN JOSE AMENDING
CHAPTER 4.80 OF TITLE 4 OF ,HE SAN "Jose'
MUNICIPAL CODE BY REPEALING PART 3 RELATING
TO THE ALVISO WATER SERVICE AREA EXTENSION

. AND IMPROVEMENT FUND AND AMENDING. PART 12
RELATING TO THE CONSOLIDATED WATER UTILITY
FUND, AND AMENDING CHAPTER 15.08 OF TITLE 15 OF
THE SAN JOSE MUNICIPAL CODE TO ADD·A NEW PART
2.5 RELATING TO RATES AND' CHARGES FOR
POTABLE WATER SERVICE

BE IT ORDA.lNED By THE COUNCIL OF THE CITY OF SAN JOSE: '

SECTION 1. Part:3 of Chapter 4.80 of Title 4 of the San Jose Municipal Code. which" is '

entitled "Alviso Water Service Area Extension and Improvement Fund,ti is hereby

repealed.

SECTION 2. Part 12 of Chapter 4.80 of Title 4 bf the San Jo'se Municipal Code is

hereby amended to read as 'follows:

Part 12

cohsolidated Potable Water Utility Fund

4,,80.600 Consolidated Potable Water Service Area Defined

The C9nsolidated Potable Water Service Area is,tha~ terrUory situated wIthin the

boundaries of those areas designated in Section·15.08.160 of the San Jose Municipal

Code as the llAlviso Water Service Area"; in Section 15.08.265 of the San Jose

Municipal Code as the IlEdenvale Water ServIce Areau
; in Section 15.08.270 as the

"Evergreen Water Service Area"; in Section 15.08.275 as the Coyote Wat~r Service

Area; and in Section 15.08.280 a.s the lINorth San Jose Water Service Area."

T-313.007\212161.doc 1
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4.80.610 Fund Created

The Consl?lidated Water Utlllty. Fund established by Ordinance No. 22847, adopted on
. .

June 28, 1"988, and the Alviso Water SelVice Area Extension and Improvement Fund,
. . .

established by Ordinance NO',14715, adopted on June 9, 1969, shaJI be continued and

maintained as the Consolidated Potable,Water Utility Fund.

4.80~620 Source and Transfer .of Moneys

A. , There shall be deposUed in the Consolidated Potable Water Utility Fund all
. .

monies received for insta1Jatlon of service connectlo"ns and water meters to

proyide water seNioe within the .consoUdated'P?tabJe water service area. The

City Council may ~ransfermonies to the~onsondated Potable Wate"r Utility Fund

from any other fund, which monies may be used for the purposes set forth in

Section 4.80.630.

B. in addition., an revenues derived from operation of potable water service within

the COJisoll~ated Potable Water Service Area, including'r~venu~s from sa!e of

potable water or the provision of. potable water'for fire protecti.onl shall be

credited to 'and deposited in the Consolidated Potable Water Utility Fund. The

G.ity_Gouncil may transfer 'to the Consolida,ted Water.UtiJity Fund monies from the

General.Fund or from any other funds which may be ,used for the pur~oses set

forth in Section 4.80.630.

C. There shall also be deposited in th.6 Consolidated Potable Water .Utility Fund

engineering and inspection fees, paid to the City of Sah Jose for th~ extension

and imprQvemenf of the potable water system wJthin, or to provide service to the'

Consolidated Potabfe Water Service Ar~a.

T-313.0Q7\ 212161.doc 2
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D. AU interest earnedo'n monfe? in the Consolidated Potable Water Utility Fund and
. .

grants and other funds received for the for the extension and improvement of the

pqtabJe water system within or to provide 'service to the Consolidated. Potable

Water Service Area shall be cr13dited ,to and deposited t9 said fund.

E.. There shalJ also' be deposited in the Consofidated Potable Water Utility Fund all'

water main area and fron~age charges received from applicants for water service

within the Consolidated Potable ~ater Service Area. Such c~arge8 shaH be

ac.cQunted for s~paratelyas provided in Part 9 of Chapter 15.08 of Title 15 of this

Code.

4.80.630 EXRen'ditures-

A. - Monies in the Consolidated Potable Water Ufjlity Fund shall be expended Jor'

direct costs of water system operations, for repair and maintenance of the water
'. I' ••

system for the Consolidated Potable Water Service Area and for the purchase of .

supplies, materials, and equipment attributable to or necessary for the'operation

and maintenance of a water system in 1he Consolidated Water Servioe Area.

, B. Monies in the Consolidated Potable Water Utillty'Fund shall be expended for the

'acq~isition, construction, and install,alion of water system capital improvements
" ,

within or to provide service to the Consolidated vy~ter Service Area, inclUding

acquisition o.f land, or interests in land, and for the preparati~n of environmental

impact reports in conne~tion with such~apttal improvements.. _

C. Monies in the Consolfdated Potable Water Utility Fund shall be expended for the

establishment and maintenance of appropriate reserve funds within the

Consolidated Potable Water Utility Fund, including but not limited to the

following:

T...313.007\212161.doc 3
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1. A capitallmprove:ment reserve fund in an amount equal to. seven percent

(7o/p) of the revenue described In subsections A" '8. and-C. of Section·

4.80.620; and

.2. A rate stabilization reserve fund in an amount equal to fiye perc~nt (5%) of

revenue. described in subsections A" B. and C. of Section 4.80.620.

D. Monies in the Consoli.dated Potable .Water Utility Fund may only be transferred

to the General Fund of the City as follows:

1.· In amounts calculated in the same mariner as amounts paid to the

General Fl1nd by potable water utilities that are 'not exempt 'form the

paym~nt of franchise fees to the City and are ?perated under the authority

of the California Public Utilities Commission; and

. 2. If adequate monies remain after the expenditures authorized by

subsections A" 8., C. ~nd D.1 abovel monies may be transferred to the

General Fund on an annual basis to reimburse the City for indirect .

overhead costs and to provJde a rea·son.ab'Je rate of return ~o the City,

provided that the. amount so. transferred shalf not exceed the following: '

a. Until June 30,2004, such amounts as may be aUowed in the

Council approved budget.

b. From July 1,4004 through June 30,2005, an amount not to

exceed eleven percent (11 O~) of the revenue, as described in

subsections A., B. and C. of Section 4.80.620, which was

received;n the Immediately pr.eceding fiscal year.

C. From and after July 1,2005, an <:tmount not to exceed eight

percent (8°10) of the revenue, as described in subsections A" B.

T·313.007\ 212161..doc .4
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and C. of Section 4.80.620, whioh was received in the

immediately preceding fiscal year.

E. N01withstanding subsections "A though D above, monies in the Consolidated .

Potable- Water Utility Fund that are received as water main area and frontage

charges from applicants for water service within 'the Consolidated Potable Water

Service Area,' shan only be exp~nded for the purposes set forth in Part 9 of

Chapter 15.-08 of Title 15 'of this Code.

SECTION 3. Chapter,1.5.0B of Titre 1:5 of the San Jose Municipal Co~e is hereby

. amended by adding a Part to be numbered and entitled and to read as follows:

. Part 2.5

Rates and Charges for PotabJe Water Service

15.08.310 Purpose of Rates and Charges

The purpose of the provisions of this Part 2.5, and the potable water rates and charges

to be established pursuant to this Part 2.5, ;s to generate revenue sufficient to make the 

expenditures required under subsections A through C of Section 4.80.6,s0 of this Code'

and t~ generat~ such additional revenue ~~ may be"-required. ~o.fund the expenditures 

allowed under subsection 0 of Sections 4.80.630 of this Code.

15.08.320 Estabrishment of Potable Rates and Charges

A.. . Rates and charges for pot~ble water servIce, Including meter charges and

quantity rates, shalf be established from time to time by resolution ot'the City

Council.

T<~13.007\ 212161.doc 5
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.. ...

B. Rates and cryarges for potable ~ater service may vary by water service area, and

by zone within a water service area.

C. Written notice of any.proposed increa.se'in rates and charges for potable water

services shall be provid~d in advance of approval of any rate or charge increase.

as follows:

1. Notice shall al~o b~ published in a newspaper of general circufation at

least fifteen (15) days in advance of City CouJ.1ciL-consideratJon of such

increase·.

2. Notice shall be sent directly to the customer With the customerls regUlar

water bill If a bill is due to be sent to the customer between the time an

increase is proposed and the increase is scheduled to be considered by

the City CounciL

PASSED FOR PUBLlCATfON of title, this _'_ day of~ l 2003; by the
foUowlng vote:

AYES:

NOES~

ABSENT:

DISQUALIFIED:

RON GONZALES
Mayor·

ATTEST:

PAT~ICJA L. A' HEARN
City Clerk

T-313,OO7\212161.d.oc 6



CI1YdP A
SAN]OSE
CA1'ITAL OF SILfCON VALLEY

COU: L AGENDA: May 27, 2003
ITEM: 2.4

TO: HONORABLEMAYOR
AND CITY COUNCIL

SUBJECT:' Ordinat1ce Relating to Municipal
Water System Potable Water
Revenue, Expendlturt)s, Rate~

.and Charges

FROM: Richard, Doyle
City Attorney

DArE:· 5123J2003

REASON FOR SUPPLEMENTAL MEMORANDUM. ,

, Non-substantive errors in the proposed ordinance wer(;l discovered after the Council
origInal Council memorandum was distributed. Specifically, thIS proposed ordinance
carried over obsolete language in the exIsting Munjcipal Code Indicating that some
capital funds' are deposited in'the Consolidated Water Utility. Fund. Since the BUdget
Office has already set up separate capital and operating funds for the'Munlclpa.l Water
System, the proposed ordinance has now been revised to .correctly' reflect that it relates
only to operating revenue and expenditures..

In addition, the reserve fund provision has been re'vised'to clarify that the purpose is to
appropriate sufficient monies to establish and maintain the reserve funds; once the
funds are establishedj additional monies wi!! only need to be appropriated, if the
res'erves fall below the specified lev~ls:

A red~lined versiol;l of revised proposed ordinance is attached to this memorandum.

RICHARD bOYLE
City Attorney

By ·7II~9!O~
Mollie J. Dent'
Sr. Deputy City Attorney

cc; Del D. Borgsdorf, City Manager'
Carl Mosher, Direotor ESD

T-313.007\ 213603.doc
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5/2212003 REVISED DRAFT

ORDINANCE NO~-----

AN ORDINANCE OF THE CITY OF SAN JOSE AMENDING
CHAPTER 4.80 OF TITLE 4 OF THE SAN JOSE

, MUNICIPAL CODE BY REPEALING PART 3 RELATING '
'TO THE ALVISO WATER SERVICE AREA -EXTENSION
AND IMPROVEMl:NT FUND AND AMENDING PART 12
RELATING TO THE CONSOLIDATED WATER UTILITY
FUND, AND AMENDING CHAPTER 15.08 OF.TITLE 1~ OF·
THE SAN JOSE MUNICIPAL CODE TO ADD'A NEW PARr
2.5 RELATrNG TO RATES AND. CHARGES FOR
POTABLE WATER SER'!ICE

BE IT ORDA1NED BY TH~ COUNCIL OF TH6 CITY OF SAN JOSE:

SECTION 1. Part 3 of Chapter 4.80 of ~tle'4 of th~ San Jose' Municipal Code, which is

entit~ed ItAlviso Water Service Area Extension and Improvement Fund," is hereby

repealed.

SECTION 2, Part 12 of Chapter 4.80 of Title 4 of the San Jose Municipal Code is

hereby'~mended to read 'as follows:

Part 12

Consolidated Potable Watea'. Utility Operating Fund

. 4.80.600 Consolidated Potable Water Service Area Defined

The Con~o1idated Potable Wa,ter Seryfce Area IS that territory sUuated withi,n the 

boundaries 'of tho~e areas designafed in Section 15.08,160 of th~ San Jose MunIcipal

Code as the ItAlviso Water Service Area"; in Section 15.08.265 of the San Jose

Municipal Code as the 'IEdenvare Water ServJce" Are~il; in Sect!on 15,08.270 ~s'the
, .

IIEvergreen Water Service Areall;~ in Section 1·5.08. 275.as the Coyote Water Service

Area; and in Section 15.08.280 as the "North San Jose, Water S~rvice Area."

T...313.007\212,161.dOG
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4.80~61 0 Fund Creat~.d

. REVISED DRAFT

.. The Consolldt:lted Water Utility Fund established by Ordlnanc.e No. 22847, adopted on

June 28, 1988t and the Alviso Water Service Area E;xtension and Improvement Fund I '

established ~y Ordinance'No. 14715, adopted on June 9, 1969,.shall be ~ontlnued and

maintained as the Cons~lidated Potable W,ater'Utility Operating Fund. "

4.80.620 SO,urce and Tra'nsfer of Moneys

A .
, H

. .
There shall be deposited In the Consolidated Potable--Watet:-tJti~d-a». .
~es-Feoeived foF IRstallation of serviee-oofffieetteAS-aAGwatC;)F meters tG

~~e-watef-SefV.ioe vlithin the eonsolWat6~ater se~e ,area. The.

City GouAeil may"transfer "monies te-the Gonsofidate€f Potable VVater UUUty Fund

fro~e~~meRies may be l:t~ed for tho' purposes set forth .In. .

Seeti9ft-4.:.8Q.630,

B.~ln addition~ ~all revenues derived from operation of potable water service within

, the Consondat~dPotable Water Service Areal including reve"nues from. sal~ of
, .

potable water or the provision of potable water for fire. protectiont shall be

credited to and de~osited in the Consolidated Po1able Water Utility Operating
~ .' . \ ~

Fund'-.The City C?uncil may transf~r' to :the Consolidated'Water Utility F.und·

monies ·from the General Fund or from any other funds which may be used for
I _ .. •

the purposes set forth in Seotlon 4.80.630. .

C.There shall alsq be deposited in t~e Consolid~ted Potable "VaterUti~
eAWAeering and inspection fees, paie to the City~n Jose for the extonsion and

Impf~}-1t-ef.4he potable 'A~ter6ys~~deservios to the

Consol1dated Potable' V\.Jater SefViee l\rea.

T-313.007\212161.doc·
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RD:MD1:M01
5/22/2D03 REVISED·DRAFT

, .
Q;B. ,AU intere~t earned on monies in the,ConsoJidated Potable Water Utility Operating

Fund and grants and othef-ftffi~~eived ~r the. for the extension anfl

,improvemem..ef-.tAe pot~ble '-"iater system within OF to' prevlde servIce to the

Geooej~eG--Potabie '.'Vater Service Area shall be credited t? and deposited to

saId'fund.

E. Thore shaJl alse be deposited in tt-le Consolidated Potable VV;ffieH.Jt4illy-~#

\Nate~ main area and frontage charges received fre~IiGants fur '•.vater servioe
, .

within the'ConseliGate4-Petable:'Nater Servioe /\re~h oha~ges shall b~

a'ooounted for separate~ 'as-pFeVised in.Part 9of Chapter 15.08--GH-itl~Affi

Ge4e:

A.' Monies in the consoijd~ted P~table Water Ut!lity Operating Fun'd shall be

expended for· direct- costs of water system operations, for repair and

majntenanc~'ofthe water system forthe'Consolidated Potab'le Water'Service

Area and for the purch?se of s,upplies, materials, and eq~ipment attr~butable to

, or necessary for the operation and majnten~nce of a water 'system in the

Consolidated Potable Water Service Area.

thMeffies-in tho Con50lida~d Potable Viiater UtiJity Fu'nd snalf .~e oxponded#r-tne

.,acq1;Jisition, con~truction" and iRstallatj~stemcapital--impF9-Vemems

';'Iithin or to, f3~ovide servioe' to the Consolidated 'lVater SePJise Area, ineIUt;I~ng

aoquisition of land, or iRterests In Ian"d, and ~r the preparation ofenvironl11ontal .

.impact repeFts fn coooeetiefl.:.with such capitaJ-improvemeRt&

G.B. Monies in the Consolidated Potable Water (Jtillty Fund shall be expended

appropria,ted as ,necessary fo~ the establishment and.m~intenance of appropriate

.re~erve funds within the Consolidated Potable Water Utility Fund, Including but

not limited to the followIng:

. T·31~.007\212f61 ,doc 3



RO:MD1:MD1
5/22/2003 . REVISED DRAFT

, 1. A capital rehabmtation(mproveme~t Jeserve fund in an a'moUl1t equal to

seven percent (7%) of th.e revenue described In subsections A. t B. and C~

of Section 4.60.620; and

2. A rate stabilization reserve fund in an amount equai to five percent" (5%) of

revenu~ described in subsections A' I B. and C. of Section "4.80.620.

, .
{hC. Manlesl,n the Consolidated Potable Water Utility FUrl9 may only be' transferr~d

to the General Fund of the City as follows:

1. In amounts calcul?,teGi in the sam~ manne"r as amounts paid to the
_ • • 9 I' •

General Fund by potable water utUitie~ that are not ex~mpt from the

payment o~ franchise fees to the City~ an:d are operate~ under the

authority of the California Public Utilities' Commission; and

2. If adequate monies remain .after the expenditure~ authorized by.

. sUbsection~, A., B., and C. and D.1 above, monies may be transferre? to 'f

the General Fund on an annual basis to reimburse the City for indirect

overhead costs and to provide a reasonable rate of return to the City,

provided' that the amount so transferred shalJ not exceed the' followIng:

a. Until June 30, 2004, such amounts as may be allowed in the

Council ~pproved budget. '

b. From July 1,2004 through June 30. 2005, an amount not to,

exceed 'eleven percent (11%) of the revenue, as.described itj

subsections A.) B. and C~ 'of Section 4.80.6201 which w~s

received in th~ immediately preceding fiscal year.

T-313.007\212161.r,toc , 4'
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5/2212003 REVISED DRAFT

. ,

c. From and after JUly 11 2005, an amount not to exceed.eight

percent (80/0) of the revenue, as described in s'ub$ectionsA~

aAG-G. of Section 4.80.620, which·was received in the

immediately preceding fiscal year.
. ' ,

E.~!et\vithstanding SUb8~etjon8 A thoogh qabov,e, monie~ .in the Con~Olidated Potabt$

. Wate'r-tJt-fli~d that are received as lNater main area,and freAta§e GAQF§8S

from--applicants fur Vfater-sePJlGe-withfn tA~ C~R6~ndated Petab~e 'Mater Service'

Area, $halJ only be expeAOOG-fur tho p·urposoo·set forth in Part 9 of Chaptef

.~8 of Title-1 f5 of this Code.

, '

SECTION 3. Chapter 15.08 of Tit'le 15 of the San Jose Municipal Code Is hereby

amended by adding 'a P~rt t'o be numpered and entitled and to read as folJoVvs:

'Part 2.5
..

Rates and Charges for Potable Water Service

15.08.310 Purpose ,of Rates and Charges

The purpose of the provisions of this Part 2.51 and the pot~ble water rates and charges

to be established pursuant to this Part '2.5, is to generate revenue sufficient to make the

expel')ditures required un~er sUbs~ctions A and B~ugh C of Section 4.80.630 of thi.s

,Code and to generate such additio~al revenue as may' be required to fund the

,?xpenditures allowed under subsection C9 of Sections 4.80.630 of this Code.

T~313.007\2121Bi.doc 5
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" 15.08.320 Establishment of Potable Rates and Charges

REVISED DRAFT

A. Rates and charges for potable water service, lncludlng m~ter charges and

quantity rates~ shall be established from time to·til11e by resolution of the City

Council. '

B. .Rates and ch~rges for potabf~ water service may ~ary bY water servrce area', and

by zone within a water service ~rea.

C. Written notice of, any proposed increase in r~te~ and charges for· potapfe water',

.8ervic~s shan be provided in adva~ce of approval of <:toy rate or charge Incre~seJ

as follows:

1. Notice shall also· be published in a n~wspaper of general circulation at

.least fifteen (1'5) day,s in advance of City Council consideration of sU,ch .

increase:

2.. Notice ~hall be sent directly to t,he c~stomer with th~ customer's regular

water bin if -a bill is due to be sent to the customer between the time an

increase is proposed and the increase is schedu led to be considered by. .

the City Council..
.. -
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PASSED FOR PUBLICATION of title this " day of • 2003, by the
following vote: _'. ~.

AYES:

NOES:

ABSENT:

DISQUALIFIED:

RON GONZALES
Mayor

ATIEST: .

PATRJCrA L. 0' HEARN
City Clerk,

i
j

- I
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COUf("'\~ AGENDA: . 6/10/03
, ' ..... . ITEM. 2,2

CflY·OF·~

SANlOSE· -M""'-'--..-:--em~o~_i1_'n---:.du---:.m~.,
CAprnu. OF sn.rCON VAlLEY .

TO: HONORABt-E MAYOR
AND CITY COUNCiL

. ,

SUBJECT: Ordinance Relating'to Municipal
W~ter System Potable Water
Rev~nue, 'Expenditures. Rates"
'and Charges '

FROM: Richard Doyle.
City Attorney

DATE: Jun~ 6, 2003

RECOMMENDATION

. Adoption of an ordin~(lce amending Chapter 4.80 afTitle. 4 of.the &an Jose M.unicipal
Co~e by. repealing Part·3 relating to the Alviso.Water Service Area Extension·and '
Improvement Fund and amending Part 12 relating to the Consolidated Water Utility
Fund, and amanding Chapter 15.08 of Title' 15 of the of the S~n Jose Municipal Code to
add a new Part 2.5 relating to rates and charges for potable water servfce~

BACKGROUND

On May 6~ 2003, this Office wa;; directed by'Council to draft an orcUnance that would
limit revenue transfers from the,MLtnicipal Water System to t~e General Funq, beginning
in fiscal year 2004-05; provide for certain reserve funds to' be established for the :,
Municipal Water Syst~m; and esta,blish a process for rate ·increases, including adv~nce .
notification of rate increases. On May 27, Council considered the CitY Attorney's draft'of
the proposed ordinance and moved adoption of the ordinance with the foHowing ,
'amendments: ' . .'

• Include requir~m.ent for operational and financial audit, as described in Mayorls
• nd .May2 memo; .' " '

.• Include requirement that debt service be paid prior to making general fund
transfers; ,

• Include as goal~.thatMunicipal Water system rate~ remain b~low the average
rates paid by Gity resfdents who are customers of other water 'systems and that
staffing levels stay at historic levels.

, .

The May 2ih motion also asked the City Attorney to explain how the 70/0 capital reserve
fund requirement related to the original Council djr~ction.

T-313.007\ 21"5376.doc
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HONORABtE MAYOR AND{'")Y COUNCIL
6/612003 ,,' -
SUbject: Municipal Water System Ordinance
Page 2

ANALYSIS

The ,ordinance has been revi$ed consistent with the Council app.roval of the previous'
draft with the specific reoommended c;:hanges to include ~udjt an~ ~ebt service,
requirements-; and goals related to staffing ratios and .average water system rates.

The capita" reserve requirement has been left at 7°~. The origina,J .council memoranda
direqting ttiis ordinance recom~ended a "guideline" of 60/0 for a ,capital reserve fund, 8~
for capital"on-goingtl costs, and a "minimum allocation" of 7% pf total revenue per year
for "on...going capital improvements to,preserve the asset" We used the' 7% figure for.
the capital reserve fund because it was stated t:is "minimum" in, the Council memoranda~
Establishing two capital reserves funds wou!d, in our review be re~un~ant.

The purpose of reserve funds is to have fun.ds, available in the event unanticip'ated costs ..
arise. The rate stabilization reserve fund, which wilf always be, at least 5% of revenue in
a given year, will be available to postpone the need for a' rate increase if, for example" .
wholesale water or power prices increase during the year. SimifarJy, the capital reserve
fund, which,;will always be at least 7% of revenue in a given year, will be 'available for
capital projects, regardless of the amount bUdgeted for capital projects, which may be
more-or less than the 8% gUideline.: .

'.
,CONCLUSION

It is recommended th~t the CounciJ adopt the revised ordinance., A copy of the revised
ordinance Is attached hereto'for .convenient reference.

'~_u,~...__••~

/ .... /
(,/ '

By ./ ..
RICHARD DOYLE
City Attorney

cc: Del Borgsdorf
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